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‘Business social responsibility should not be coerced;
it is a voluntary decision that the entrepreneurial leadership
of every company must make on its own.’
John Mackey, Whole Foods Market CEO

[bookmark: _Toc60596041][bookmark: _Toc60683127]1.0.Introduction 

This essay will critically analyse whether Corporate Social Responsibility (CSR) should be voluntary or mandated. This will be achieved by evaluating the advantages and disadvantages of both options using theoretical frameworks. 

[bookmark: _Toc60596042][bookmark: _Toc60683128]2.0.Background 

In 1970 Friedman declared that there was only one social responsibility in business which was to maximise profits, (known as the shareholder theory), so long as it stayed within the rules of the game (Friedman,1970). However, Freeman interestingly connects profit to red blood cells and states that humans rely on red blood cells to survive, however, this is not the purpose of life (TEDx,2014). Freeman further went on to explain that entrepreneurs often start a business because of a remarkable concept, not just to make a profit (IBID). Myers (2016) goes further by saying Friedman’s statement has become irrelevant and organisations that only focus on profit maximisation will ultimately fail. As Society and Friedman’s ‘rules of the game’ are changing, organisations need to consider the social impact of their decisions (IBID). This perspective is related to the stakeholder theory which recognises that organisations need to create a strategy that is aligned with stakeholder needs (Calabrese, et al 2013).

Organisations have a duty to act responsibly especially with a rapidly changing business environment. For example, global population growth and a rising middle class in emerging markets has resulted in rapid urbanisation (Duke University,2017) and a higher demand for consumer goods including energy, water and food. Satisfying a predicted global population of 9 billion in 2050 (United Nations,2017) makes it vital that businesses mitigate risks and recognise innovative opportunities, to find sustainable solutions (Duke University,2017). 

Carroll, et al (2006) established a framework called the Pyramid of Corporate Social Responsibility which recognises that organisations have economic, legal, ethical and discretionary responsibilities (see fig 1). Firstly, an organisation has a responsibility to generate profits, secondly to comply with legal requirements, thirdly to voluntarily follow ethical and moral practices and finally to contribute to society. 
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(Carroll, et al 2006) (Fig 1) 

Werther, et al (2006), highlight that in today’s changing environment the ethical and discretionary responsibilities of an organisation are becoming increasingly important. These responsibilities are viewed as valuable components that contribute to the success of an organisation. Ethics can be defined as a system of moral principles which have an impact on how organisations make choices (BBC,2014) and it is vital for businesses to have ethics which meet stakeholder expectations (Mitchell,2016). 


[bookmark: _Toc60683129]2.1.Corporate Social Responsibility (CSR)

When the term CSR was coined it was associated with charitable and philanthropic actions voluntarily pursed by organisations (Justo, et al 2019). However, as Beschorner (2012) states organisations need to follow moral practices and it is not just about systemic change to donate to charity or create a charity foundation. Instead, CSR is about, ‘how companies earn a profit, not how they spend them’ (IBID).

When organisations achieve a balance between economic, environmental and social goals in their operation and meet shareholder and stakeholder objectives, this is known as CSR (UNIDO,2020). Elkington’s term, ‘triple bottom line’ takes this further by introducing the notion of measuring an organisations environmental and social impact and presenting the value alongside profit and shareholder value (Kraaijenbrink, 2019).


[bookmark: _Toc60683130]2.2.Sustainability

Sustainability is one aspect of CSR and can be defined as “meeting the needs of the present without compromising the ability of future generations to meet their own needs” (UN,2020). The Future Generations Act is an example of a sustainable development law in Wales. The act requires public bodies to achieve seven well-being goals by improving their economic, social, environmental and cultural well-being impacts (Future Generations Commissioner for Wales, 2020). 




[bookmark: _Toc60683131]3.0.Voluntary 

Teleological and deontological ethics are normative ethical theories and are recognised as significant in modern-day ethics (Ismail, et al 2018). The voluntary approach to CSR is part of teleological ethics, first introduced by Jeremy Bentham (Hasa,2019). Teleological ethics focuses on the behaviours of a situation by assessing the consequences (Caldero, et al 2014). 


[bookmark: _Toc60683132]3.1.Soft Laws 

Today there are already a variety of soft laws which attempt to encourage countries and organisations to disclose on CSR, however, these are voluntary agreements and not legally binding (ECCHR,2020). Once a country or organisation has committed to soft laws, they are expected to comply with certain social and ecological standards (Beschorner,2012). Ahmed, et al (2016), highlight an emergence of sustainability soft laws and that these mechanisms are vital.

[bookmark: _Hlk60520797]The UN Global Compact is the world’s largest corporate sustainability initiative and requires 157 countries to adopt and align sustainable practices with ten universal principles on human rights, labour, the environment and anti-corruption (UNCC,2020). In 2010 72% of CEO’s believed that education was one of the critical development issues for the future success of their business (UN, 2010), however, by 2019 it was highlighted that only 47% of businesses were taking action to improve education (UN,2019). The Accenture Reports from 2016 and 2019 show that CEO’s do not have the same level of determination to the global goals with only 21% feeling their business was currently playing a critical role (IBID).

The Paris Agreement is another example of a soft law which aims to fight the climate crisis. In 2015, 195 countries agreed to keep global warming below 2°c (WWF,2020). However, America formally withdrew in 2020 (McGrath,2020). It has been suggested that America withdrew from the Paris Agreement because of lobbyist groups. Lobbying against sustainable practices contravenes CSR. This is recognised as an issue in America as several companies actively lobby for changes in policies (Slob, et al 2010) which delays any progress towards a more sustainable future. 

Soft laws are voluntary frameworks and the evidence above highlights that they can be inadequate as there are no penalties for noncompliance and countries and organisations can withdraw their support.


[bookmark: _Toc60683133]3.2.The Sustainability Journey 

Willard (2013) highlights The Five-Stage Sustainability Journey which positions an organisations business model. These stages consist of pre-compliance, compliance, beyond compliance, integrated strategy and passion and purpose. Within stages four and five, organisations are unique as they have a valuable and sustainable business model that benefits all stakeholders. 

Tesler is a company that is at stage five and is recognised as the world’s most valuable car company with a $208 billion valuation (Klebnikov,2020) although has manufactured fewer cars than its rivals. This has been achieved by Tesler’s unique, sustainable business practices which use renewable energy. According to Bishop (2020), ‘in the world of automobiles, innovation is mandatory’. 

It has been argued by Zhao (2017) that if CSR was mandated then it stifles innovation and companies would lose their uniqueness. Similarly, Toal, et al (2020) state that a compulsory CSR law could also have a negative impact on businesses that already apply CSR voluntarily. 

It could be argued that laws create the compliance stage which would still allow organisations with integrated and passion and purpose strategies, such as Tesler, to achieve uniqueness.  


[bookmark: _Toc60683134]3.3.Opinion of Stakeholders 

The voluntary reporting of CSR is increasing at an extraordinary rate and because of this Baily believes that the need for mandatory reporting is irrelevant as the pressure from stakeholders is enough for organisations to voluntarily decide (University of Oxford, 2018). 

A report from Nielsen (2014) highlighted that consumers are becoming increasingly concerned about an organisation’s CSR practices. For example, 55% of consumers stated that they would pay more for products or services from organisations that are committed to improving their social and environmental impact. Additionally, 67% of consumers said they would prefer to be an employee for a socially responsible business (IBID), however, evidence shows that only 26% of consumers actually do (White, et al 2019). This gives companies justification for not following sustainable practices and highlights the need for legislation.


[bookmark: _Toc60683135]3.4.Market-driven and Competitive 

According to Industry Today (2020), voluntary CSR reporting is market-driven and gives organisations a competitive advantage, because it highlights an organisations passion to participate which potentially gains society recognition and enhances corporate reputation (Guo, et al 2019). It could be argued that if CSR was mandated, then businesses would potentially only ‘tick the boxes’ as they would be compelled to implement CSR by law and not voluntarily (Justo, et al 2019). 








[bookmark: _Toc60683136]4.0.Mandatory 

The mandatory approach to CSR is part of deontological ethics, first defined by Immanuel Kant. These are actions which are right or wrong according to moral law (Waluchow,2003). 


[bookmark: _Toc60683137]4.1.Level Playing Field 

At a University of Oxford debate (2018), Simpson stated that it is unfair for organisations who report on their CSR practices compared to other organisation that do not and highlighted the need for a level playing field. The concept of a level playing field would ensure all businesses played by the same set of rules to achieve fairness (Morris,2020).

Certified B Corporation is an example of an international group of business leaders who are attempting to establish a level playing field by measuring and managing their social and environmental impacts as readily as they do profitability (B Lab, 2020). Organisations will use The B Impact Assessment to assess their environmental and social impacts. This information then allows organisations to benchmark against competitors which ultimately highlights areas for improvement. Organisations that certify as a B Corporation are recognised as having the highest standards of CSR performance. For example, Patagonia has been certified since 2011 and achieved an overall B impact score of 107.3 with this figure increasing to 151.4 in 2019, highlighting that they are improving their business practices (IBID).

If all businesses were involved with Certified B Corporation then there would be a level playing field with equal opportunities that would encourage businesses to compete to achieve the highest B impact score.
 

4.2.Ecosystem

Friedman (1970) believed that profit maximisation was the only social responsibility of a business. However, Duque argues, that organisations cannot think of economic success if they are damaging the environment. Similarly, Bannon highlighted that there is a new concept of business which is focused on solving social and environmental issues and is not only focused on maximising profit (WWF,2019). It is believed that our planet is broken and that ‘humanity is waging a suicidal war on the natural world’ (Rowlatt,2020). For example, an article extracted from BBC News stated that the weight of human-made objects will exceed all animals and plants on the earth for the first time. Additionally, we are experiencing a new geological age called the ‘Anthropocene’ which means humanity’s impacts on earth will be visible in sediments in millions of years (Briggs,2020). This highlights that organisations have a significant responsibility to nurture the ecosystem and reduce the level of human-made objects which could potentially be enforced through mandatory requirements. 
 


[bookmark: _Toc60683138]4.3.One Governing Body is Required  

In 2016, a report stated that there had been an increase in sustainability reporting frameworks, which totalled 400 frameworks in 64 countries (Bartels, et al 2016). However, each sustainability framework required their own approach to how organisations materiality should be determined, reported and assessed and if an organisation was to follow a variety of frameworks they may be conflicting and incompatible (Leinaweaver,2015). Similarly, Mackintosh states that sustainability reporting is confusing and ineffective as it is being conducted in a variety of different formats (University of Oxford, 2018).

The major concern is that various framework providers for example, Sustainability Accounting Standards Board (SASB), Global Reporting Initiative (GRI) and Task Force on Climate-related Financial Disclosures (TCFD), are competing against each other which has resulted in reporting being undervalued (Pavoni,2020). It can be suggested that sustainability reporting, as well as CSR, needs reinventing due to the proliferation of frameworks. This could potentially be achieved through one governing body. 


[bookmark: _Toc60683139]4.4.Unify the business purpose 

Business reporting has always been focused on profit and this has become a significant issue as various stakeholders are expecting organisations to disclose on non-financial information and CSR practices (Webber,2017). For example, under sustainable and responsible investing (SRI) principles, investors apply various CSR criteria in their investment analysis. It has been reported that SRI increased to $12 trillion in 2018 (Sustainable Investing , 2019). SASB is an example of an organisation that, ‘connects businesses and investors on the financial impacts of sustainability’. The main aim of SASB is to assist organisations globally on controlling and reporting on sustainability matters that are crucial to their investors (SASB, 2020). If every business was required to report on CSR then it would be easier for investors to compare organisations (Noked,2013). 

It could be argued that CSR covers a range of issues including human rights, labour, the environment and anti-corruption. This makes it challenging to decide whether it should be mandated (Justo, et al 2019). This is because each issue needs to be addressed individually which makes it difficult to measure. 


[bookmark: _Toc60683140]4.5.Mandated CSR in India

In 2013 the Government of India made steps towards making CSR reporting legally binding and transformed its Companies Act. The new law requires companies with a net profit of over $70m to spend and invest an average of 2% of their profits on education, poverty, gender equality and hunger (Gatti, et al 2019). However, several Indian companies believe that the new law is only focused on a company’s philanthropy efforts and donations and that it ignores how a company has achieved those profits possibly through unethical practices (Balch,2016). Additionally, it is stated that voluntary discretionary activities helped several companies increase brand reputation, however, it is now about legal compliance (IBID). 

[bookmark: _Toc60683141]5.0.Voluntary or Mandatory? 

Mackey believes that CSR should be a voluntary decision made by the entrepreneurial leader of every company. It has been identified above that this teleological approach to CSR has its limitations. There is evidence that soft laws do not work as you can withdraw without penalty for noncompliance and pressure from customers is conflicting. As Clay (2007) states, what if all leaders were to operate with flexible standards, for example, as shown with America leaving The Paris Agreement? By voluntarily reporting on CSR, businesses have too much scope to decide how responsible they wish to be as they are not legally obliged to implement CSR practices (Justo, et al 2019) as highlighted from the comparison between the 2010 and 2019 Accenture Reports on the UN Global Compact. 

The alternative to Mackey’s perspective would be the mandatory or deontological approach which also has it’s limitations. Unless a global level playing field, with one governing body can be established there will always be inequalities as can be seen in the case study below: 

Diamond Offshore, a global drilling firm, have been accused of acting unethically and following inadequate CSR practices when they sold obsolete rigs to Global Marketing Systems (GMS). The rigs ended up in a shipbreaking yard in Alang, India and a beach nearby became littered in waste. Further to this, employees were found to lack protective equipment and were paid poorly. Shipbreaking yards in India are cheaper than those in Europe that are heavily regulated. Diamond Offshore stated that as they sold the retired rigs previously, they could not comment on what had happened (Daly,2020).

If the Government was to enforce CSR legally then this produces its own set of issues (Kanji,2019). Governments are only able to govern their own areas and in the global economy this presents an issue with an uneven playing field. Whilst India has mandated this has become a limited ‘tick box’, tax raising law that does not consider a company’s CSR practices. Additionally, it needs to be considered that countries have different cultures and societies and a deontological approach to CSR would potentially be inflexible as ethical principles will vary (PHD Essay, 2020). 










[bookmark: _Toc60683142]6.0.Conclusion 

In conclusion, it is believed that CSR should be mandated because of the increasing concerns of the ecosystem, the proliferation of frameworks which has resulted in reporting being undervalued and conflicting, as well as the need to achieve a level playing field. 

The Paris Agreement and the UN Global Compact shows that globally there is an appetite for CSR, however, the world is at Willard’s pre-compliance stage. There is a need to be at Willard’s second or compliance stage by implementing global laws. Alongside this law there needs to be a global CSR measuring model along the lines of Certified B Corporation. This has been selected as it establishes a level playing field, allows organisations to benchmark and encourages businesses to compete to become the most sustainable and unique. However, it would be essential for the model to include all aspects of CSR including human rights, labour, the environment and anti-corruption. 
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Figure 1.3 The Hierarchy of Corporate Social Responsibility

Discretionary B
Responsibilties .

Ethical 4
Responsibiliies .

Logal L
Responsilties .

Economic .
Responsibilties .

SOURCE: Archie B. Caroll, The Pyramid of Corporate Social Responsibily: Toward the Moral Management of Organizational
stakeholders; Business Horizons, July-August, 1991,




